NSC BRIEFIRG 3 April 1957

SOVIET ECONOMIC BREORGANIZATION

I. Gn 30 Harch, Soviet press finally spelled out Xhrushchev's
sid-February proposal that the USBR undertake s sweeping re-
organization of its economic apparatus,

A. Proposed reorganizstion would eliminate specislizmed central
Gov't industrisl ministries, replace thr with regional
scononic councils;

1. Intention - "io combine centralized state management
with 2 waximum development of the creative energies
of the vorking msgses,.”

2. Proposal is wow in discuseion phase; to de acted on at
the 7 May '&a;rm Boviet session,

B. Publie resson for reorganization--Soviet ecosony has become
too big and cosplex (200,000 state enterprises, 100,000
constraction sites),

Ce Actusl reason - need to push USSR's industrial growth rate
from present low 7% back up to plasned 10-12%, ‘

D. 4Author Khrushchev now appears optimistic about restoriag

4

{ high rates of growth, ia contramt to apparent pessiniam of

/ 58 plenum,

1. 1Ia mid-March spsech at Boastoy, he polated out that
although ¥estern critics had sald the "mew landse" plan
showed & crisis in Soviet agriculture, '56 crops had
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broken all records., He implied that, in the mame wAY,
Yoot would interpret proposed indutrm decentralixation
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The new reorganisation is most drastic since Five-Ysar Plans
first introduced in 1988, Details still not spelled oumt, but,
in gemeral:

A. Bew vegilomal "sconomiec coencila” sud territerial governnents
are to replace both cemtral amd republic sinistries am basic
anthorities for aduninistratien of industry snd coastruction.

B, Central goverament plaaniag and ceatrol unite-—sush as the
State Plaasing Comaission, Nolotov's State Control Miaistry,
and the Central Statisticsl Buresu--are to be streagthensd
and miuﬂﬂ. |

C. Fo sestion made of such cestral Gov't miniastries as armaments
asd aviation--these very uolikely te be abolished,

B, Map shoes sowe sreas mentioned by Ihrushchev ss exsnples
of proposed regions, as well as 8 "regien” (the Urals)
sriticimed as being "too big” at present.

1., Size of sanple "regions” suggests there may Weatually
be well over 100,
¥hat will this pew reorganization mean? 1
A, It may alleviate some of the specific problems dewcribed in

the proposals,

1. Reduce excessive-croms bauling of materisls between regloms:
exanple-~the import of castings to s oity vhers sinilar
castings are already being produced anéd exported,

2. Cat down sxcesaive vertical integration in individusl
plants! example--a truck plant iakricsting everything
from sagine casting to horn buttons.
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8., Lower remistance to production of asw denigne,

8. Rsduce genwral imsificiency and fragmentation in
construction industry, by conmolidation of nary uwaits
tn each region,

B, Nowever, it may create prodlens equelly badi

1. Will bring problems of coordination between regions aad
- 4 murmc supplies to deficit regions,

8. Can lead to econonic rprovincialiss", ineluding many of
the sane kim of problens that wmight arise in inter-
astional trade between 100 small countries.

8., Will have the confusion attondent to s duality of
nanagenent responsibility: a plant will receive directives
trom Both the Etate Planning Comminsion sad a regiosal
eouncil., |

Conclusion? Reorganization mesns Ro ehange in fuadamental central

sontro)l of Soviet ecoaomy or in objsctives of Boviet 1mmxp.

A. DPoes mean sn svetuslly inproved umhiuty to uihuunﬁ
strategic attack {because of mrm regional selfe
sutficieney).

$. ¥ill alsc mean & long period of fnitisl cenfusion-—example?

s new set of channels wust be found for almost every supply

order written in the UBSR—but eventually some poasdble

improvemsnt in efficiency.
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